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VOTER BILL OF

RIGHTS

YOU HAVE THE FOLLOWING RIGHTS:

The right to vote if you are a registered voter.
You are eligible to vote if you are:

e a U.S. citizen living in California

e at least 18 years old

e registered where you currently live

e not in prison or on parole for a felony

The right to vote if you are a registered voter
even if your name is not on the list. You

will vote using a provisional ballot. Your
vote will be counted if elections officials
determine that you are eligible to vote.

The right to vote if you are still in line when
the polis close.

The right to cast a secret ballot without
anyone bothering you or telling you how to
vote.

The right to get a new bhallot if you have made
a mistake, if you have not already cast your
ballot. You can:
Ask an elections official at a polling place
for a new ballot; or
Exchange your vote-by-mail ballot for a
new one at an elections office, or at
your polling place; or
Vote using a provisional hallet, if you
do not have your original vote-by-mail
ballot.

*
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The right to get help casting your ballot
from anyone you choose, except from your
employer or union representative.

The right to drop off your completed
vote-by-mail ballot at any polling place in the
county where you are registered to vote.

The right to get election materials in a
language other than English if enough people
in your voting precinct speak that language.

The right to ask questions to elections
officials ahout election procedures and
watch the election process. If the person
you ask cannot answer your questions, they
must send you to the right person for an
answer. If you are disruptive, they can stop
answering you.

The right to report any illegal or fraudulent
election activity to an elections official or
the Secretary of State’s office

E On the web at www.sos.ca.gov

© By phone at (800) 345-VOTE (8683)
By email at elections@sos.ca.gov

IF YOU BELIEVE YOU HAVE BEEN DENIED ANY OF THESE RIGHTS, CALL THE SECRETARY OF STATE'S
CONFIDENTIAL TOLL-FREE VOTER HOTLINE AT (800) 345-VOTE (8683).




Tabulating and Reporting Mock Election Results

October 11 is Student Mock Election Day
Please enter your school’s results by 5:00 p.m. on Tuesday, October 11, 2016.

Enter your results:
http://www.sos.ca.gov/elections/student-mock-election/

View statewide mock election results:
http://www.sos.ca.gov/elections/student-mock-election-results

If your school’s schedule will make it difficult to hold the mock election on October 11, you may begin voting a
few days earlier to suit your needs. We only ask that you enter your school results on the Secretary of State’s
website no later than 5:00 p.m. on Tuesday, October 11. This will allow us to include your totals in the statewide
results that we post and report to the media on Mock Election Day!

Voter Pre-Registration

What is Pre-Registration?

If you are 16 or 17 years old and otherwise meet the eligibility requirements to vote, you can pre-register to vote
in California. Simply complete and submit a voter registration application and at the time of your 18th birthday,
you will automatically be registered to vote.

What if you would like to make changes to information such as your address or political party
preference before you turn 18?

Update your information by re-registering (or pre-registering) to vote online at RegisterToVote.ca.gov. Voter
registration applications are also available at your local county elections office, local Department of Motor
Vehicles field office, and other public locations.

To find your local county elections office, please visit:
WWW.S0s.ca.gov/county-elections-offices

Become a Student Poll Worker - Learn While You Earn

You get to: You have to:

«  Help carry out the most important « BeaUnited States citizen or legal
eventin our democracy - an election permanent resident

« Earn $65-$150 for your day of service « Beatleast 16 years old on Election Day
while you learn behind-the-scenes « Attend a public or private high school

« Contribute to your community « Have atleast a 2.5 grade point average

+  Get permission from your parents and school

For more information, contact your county elections office or go to
WWW.S0s.ca.gov/county-elections-offices

Register To Vote

To register or update your existing voter registration, visit the Secretary of State’s
website at:

www.RegisterToVote.ca.gov
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SCHOOL BONDS. FUNDING FOR K12 SCHOOL AND
COMMUNITY COLLEGE FACILITIES. INITIATIVE STATUTE.

OF  LEGISLATURE. LEGISLATION AND PROCEEDINGS.
INITIATIVE CONSTITUTIONAL AMENDMENT AND STATUTE.

SUMMARY

SUMMARY

Authorizes $9 billion in general obligation bonds for new
construction and modernization of K-12 public school
facilities; charter schools and vocational education facilities;
and California Community Colleges facilities. Fiscal Impact:
State costs of about $17.6 billion to pay off both the
principal ($9 billion) and interest ($8.6 billion) on the bonds.
Payments of about $500 million per year for 35 years.

WHAT YOUR VOTE MEANS

Prohibits Legislature from passing any bill unless published
on Internet for 72 hours before vote. Requires Legislature to
record its proceedings and post on Internet. Authorizes use
of recordings. Fiscal Impact: One-time costs of $1 million to
$2 million and ongoing costs of about $1 million annually to
record legislative meetings and make videos of those
meetings available on the Internet.

WHAT YOUR VOTE MEANS

YE A YES vote on this
measure means:
The state could sell $9 billion
in general obligation bonds

for education facilities

($7 billion for K12 public
school facilities and

$2 billion for community
college facilities).

N A NO vote on this

measure means: The
state would not have the
authority to sell new general
obligation bonds for K-12
public school and community
college facilities.

YE A YES vote on this N A NO vote on this
measure means: measure means: Rules

Any bill (including changes to and duties of the Legislature

the bill) would have to be would not change.

made available to legislators

and posted on the Internet

for at least 72 hours before

the Legislature could pass it.

The Legislature would have

to ensure that its public

meetings are recorded and

make videos of those

meetings available on the

Internet.

ARGUMENTS
Our children

P R deserve safe

schools where they can learn,
but many schools and
community colleges need
repairs to meet health and
safety standards. Prop. 51
will fix deteriorating schools,
upgrade classrooms, and
provide job-training facilities
for veterans and vocational
education. All projects are
accountable to local
taxpayers.

FOR ADDITIONAL INFORMATION

c 0 Prop. 51 was

created for greedy
developers to exploit
taxpayers for profit. Prop. 51
stops legislators from
providing fair school funding.
Disadvantaged schools are
left behind. There’s no
improvement in taxpayer
accountability. It does
nothing to fight waste, fraud
and abuse. Governor Brown
opposes Prop. 51. Vote NO
on 51.

ARGUMENTS
Prop. 54 stops

P R special-interest,

surprise legislation from
passing either legislative
house without 72 hours for
review. Prop. 54 posts allthe
Legislature’s public meetings
online, so voters can review
legislators’ public actions. A
bipartisan coalition of good-
government, taxpayetr,
minority, business, and
environmental groups backs
Prop. 54. Requires no new
tax money.

c 0 A NO vote
continues free
Internet & TV access for any
California citizen to see how
laws are made. A NO vote
also prevents special
interests like tobacco, oil,
and drug companies from
delaying passage of state
laws. A NO vote also limits
political “attack” ads.

FOR ADDITIONAL INFORMATION

FOR

Yes on Proposition 51—
Californians for Quality
Schools

info@californiansforqualityschools.com

wwwi.californiansforqualityschools.com

AGAINST

G. Rick Marshall, Chief
Financial Officer
California Taxpayers Action
Network
621 Del Mar Avenue
Chula Vista, CA 91910
(310) 346-7425
rick@StopPropb1.org
StopProp51.org

FOR AGAINST

Yes on 54—Voters First, Not Steven Maviglio
Special Interests, Californians for an Effective
Sponsored by Hold Legislature
Politicians Accountable 1005 12th St., Suite A
1215 K Street, Suite 2260 Sacramento, CA 95814
Sacramento, CA 95814 (916) 607-8340
(916) 325-0056 steven.maviglio@gmail.com
info@YesPropb4.org www.NoOnProposition54.com
www.YesProp54.org
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TAX EXTENSION TO FUND EDUCATION AND HEALTHCARE.
INITIATIVE CONSTITUTIONAL AMENDMENT.

CIGARETTE TAX TO FUND HEALTHCARE, TOBACCO USE
PREVENTION, RESEARCH, AND LAW ENFORCEMENT.
INITIATIVE CONSTITUTIONAL AMENDMENT AND STATUTE.

SUMMARY

SUMMARY

Extends by twelve years the temporary personal income tax
increases enacted in 2012 on earnings over $250,000, with
revenues allocated to K-12 schools, California Community
Colleges, and, in certain years, healthcare. Fiscal Impact:
Increased state revenues—$4 billion to $9 billion annually
from 2019-2030—depending on economy and stock
market. Increased funding for schools, community colleges,
health care for low-income people, budget reserves, and

debt payments.

WHAT YOUR VOTE MEANS

Increases cigarette tax by $2.00 per pack, with equivalent
increase on other tobacco products and electronic cigarettes
containing nicotine. Fiscal Impact: Additional net state
revenue of $1 billion to $1.4 billion in 2017-18, with
potentially lower revenues in future years. Revenues would
be used primarily to augment spending on health care for

low-income Californians.

WHAT YOUR VOTE MEANS

YE A YES vote on this
measure means:
Income tax increases on
high-income taxpayers, which
are scheduled to end after
2018, would instead be
extended through 2030.

N A NO vote on this

measure means:
Income tax increases on
high-income taxpayers would
expire as scheduled at the
end of 2018.

YE A YES vote on this
measure means:
State excise tax on cigarettes

would increase by $2 per
pack—from 87 cents to
$2.87. State excise tax on
other tobacco products would
increase by a similar amount.
State excise tax also would
be applied to electronic
cigarettes. Revenue from
these higher taxes would be
used for many purposes, but
primarily to augment
spending on health care for
low-income Californians.

N A NO vote on this

measure means: No
changes would be made to
existing state taxes on
cigarettes, other tobacco
products, and electronic
cigarettes.

ARGUMENTS
Prop. 55 helps

P R children thrive!

Prop. 55 prevents $4 billion
in cuts to California’s public
schools, and increases
children’s access to
healthcare, by maintaining
current tax rates on the
wealthiest Californians—with
strict accountability
requirements. We can't go
back to the deep cuts we
faced during the last
recession.
www.YesOnb5.com

FOR ADDITIONAL INFORMATION

c 0 VOTE NO ON
55—TEMPORARY
SHOULD MEAN
TEMPORARY. Voters
supported higher taxes in
2012 because Governor
Brown said they would be
TEMPORARY. State budget
estimates show higher taxes
are not needed to balance
the budget, but the special
interests want to extend
them to grow government
bigger. TELL THEM NO.

ARGUMENTS
Tobacco-related

P R healthcare costs

California taxpayers

$3.5 billion annually, even if
you don’t smoke. Prop. 56
works like a user fee, taxing
tobacco to help pay for
smoking prevention and
healthcare—so smokers pay
their fair share for their costs.
American Cancer Society
Cancer Action Network
sponsored Prop. 56 to
prevent kids from smoking
and save lives.

FOR ADDITIONAL INFORMATION

c 0 Follow the 56
money: This
$1.6 billion tax increase gives
$1 billion to health insurance
companies and special
interests. 56 cheats schools
out of $600 million a year by
circumventing our minimum
school funding guarantee.
Only 13% of the money helps
smokers or prevents kids
from starting. No on 56.

FOR

Jordan Curley

Yes on 55—Californians for
Budget Stability

1510 J Street, Suite 210

Sacramento, CA 95814

(916) 443-7817

info@protectingcalifornia.com

www.YesOnb55.com

AGAINST

Howard Jarvis Taxpayers
Association
www.hjta.org

FOR

Yes on 56—Save Lives
California

1020 12th Street, Suite 303
Sacramento, CA 95814
(916) 706-2487
info@YesOnb56.o0rg

YesOnb6.org

AGAINST

No on 56—Stop the Special
Interest Tax Grab

925 University Ave.

Sacramento, CA 95825

(916) 409-7500

Info@NoOnProposition56.com

www.NoOnProposition56.com
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INITIATIVE STATUTE.

E

ENGLISH PROFICIENCY. MULTILINGUAL EDUCATION.

CORPORATIONS. POLITICAL SPENDING.
FEDERAL CONSTITUTIONAL PROTECTIONS.
LEGISLATIVE ADVISORY QUESTION.

SUMMARY

SUMMARY

Preserves requirement that public schools ensure students
obtain English language proficiency. Requires school districts
to solicit parent/community input in developing language
acquisition programs. Requires instruction to ensure English
acquisition as rapidly and effectively as possible. Authorizes
school districts to establish dual-language immersion
programs for both native and non-native English speakers.
Fiscal Impact: No notable fiscal effect on school districts or

state government.

WHAT YOUR VOTE MEANS

YE A YES vote on this
measure means:
Public schools could more
easily choose how to teach
English learners, whether in
English-only, bilingual, or
other types of programs.

N A NO vote on this
measure means:
Public schools would still be

required to teach most
English learners in English-
only programs.

ARGUMENTS
PR Teachers, parents,
school principals,
local school board members,
and Governor Jerry Brown
support Proposition 58 to
help students learn English
as quickly as possible and
expand opportunities for
English speakers to master a
second language. Proposition
58 gives school districts local
control to choose the most
effective instruction methods
for their students.

c 0 Prop. 58 is not
about modernizing
the way we teach English. It's
about eliminating parental
rights to an English-language
education for their children.
English-language success has
been spectacular. Immigrant
children are learning English
faster than ever before and
record numbers of immigrant
students are gaining
admission to our universities.

Asks whether California’s elected officials should use their
authority to propose and ratify an amendment to the federal
Constitution overturning the United States Supreme Court
decision in Citizens United v. Federal Election Commission.
Citizens United ruled that laws placing certain limits on
political spending by corporations and unions are
unconstitutional. Fiscal Impact: No direct fiscal effect on
state or local governments.

Shall California’s elected officials use all of their
constitutional authority, including, but not limited to,
proposing and ratifying one or more amendments to the
United States Constitution, to overturn Citizens United

v. Federal Election Commission (2010) 558 U.S. 310, and
other applicable judicial precedents, to allow the full
regulation or limitation of campaign contributions and
spending, to ensure that all citizens, regardless of wealth,
may express their views to one another, and to make clear
that corporations should not have the same constitutional
rights as human beings?

WHAT YOUR VOTE MEANS

YE A YES vote on this N

measure means:
Voters would be asking their
elected officials to use their
constitutional authority to
seek increased regulation of
campaign spending and
contributions. As an advisory
measure, Proposition 59
does not require any
particular action by the
Congress or California
Legislature.

ARGUMENTS

P R Vote YES on Prop.
59 to tell Congress

we want big money out of
politics and overturn
misguided Supreme Court
rulings saying unlimited
campaign spending is free

A NO vote on this
measure means:
Voters would not be asking
their elected officials to seek
certain changes in the
regulation of campaign
spending and contributions.

c 0 The Legislature
should stop
wasting taxpayer dollars by
putting do-nothing measures
on the ballot that ask
Congress to overturn the
Supreme Court. Instead of

FOR ADDITIONAL INFORMATION

FOR

Lisa Gasperoni

Yes on 58—~Californians for
English Proficiency
sponsored by the California
State Council of Service
Employees

1510 J Street, Suite 210

Sacramento, CA 95814

(916) 668-9103

info@SupportProp58.com

www.SupportPropb8.com

AGAINST

www.KeepEnglish.org

speech and that corporations
have the same constitutional
rights as real people. Send a
message to Congress that

we'll hold them accountable.

FOR ADDITIONAL INFORMATION

wasting time and money on
do-nothing ballot measures,
politicians in Sacramento
should focus on
transparency and bringing
jobs to California.
Proposition 59 DOES
NOTHING. Vote NO!

FOR

Derek Cressman

California Common Cause
(323) 536-1459
vote@yesonCAProp59.com
www.yesonCAProp59.com

AGAINST

Dave Gilliard

Gilliard, Blanning & Associates
5701 Lonetree Blvd., Suite 301
Rocklin, CA 95765

(916) 626-6804
info@gbacampaigns.com
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- BAN ON SINGLE-USE PLASTIC BAGS.
REFERENDUM.

SUMMARY

A “Yes” vote approves, and a “No” vote rejects, a statute
that prohibits grocery and other stores from providing
customers single-use plastic or paper carryout bags but
permits sale of recycled paper bags and reusable bags.
Fiscal Impact: Relatively small fiscal effects on state and
local governments, including a minor increase in state
administrative costs and possible minor local government
savings from reduced litter and waste management costs.

WHAT YOUR VOTE MEANS

YE A YES vote on this N A NO vote on this
measure means: measure means:

Most grocery stores, Stores could continue to

convenience stores, large provide single-use plastic

pharmacies, and liquor stores carryout bags and other bags

would be prohibited from free of charge unless a local

providing single-use plastic law restricts the use of such

carryout bags. Stores bags.

generally would be required
to charge at least 10 cents
for any other carryout bag
provided to customers at
checkout. Stores would keep
the resulting revenue for
specified purposes.

ARGUMENTS

P RO YES on 67 protects c 0 DON'T BE
California’s FOOLED. Prop. 67

successful efforts to PHASE  is a $300 million annual

OUT PLASTIC GROCERY HIDDEN TAX on consumers

BAGS. Plastic bags strangle  who will be forced to pay
wildlife, litter communities, $.10 for every grocery bag at

raise clean-up costs, clog checkout. Not one penny
recycling machines. Bans on  goes to the environment. All
plastic grocery bags are $300 million goes to grocer
WORKING IN 150 profits. Stop the bag
CALIFORNIA tax . . . VOTE NO ON

COMMUNITIES. Don't let PROP. 67.
out-of-state plastic

companies stop California.

YES on 67.

FOR ADDITIONAL INFORMATION

FOR AGAINST

Mark Murray No on 67

California vs Big Plastic 2350 Kerner Blvd., Suite 250
921 11th Street, Ste. 420 San Rafael, CA 94901
Sacramento, CA 95814

(916) 443-5422

murray@cawrecycles.org

protectplasticbagban.org
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PROPOSITION SCHOOL BONDS. FUNDING FOR K-12 SCHOOL AND
COMMUNITY COLLEGE FACILITIES. INITIATIVE STATUTE.

OFFICIAL TITLE AND SUMMARY

PREPARED BY THE ATTORNEY GENERAL

e Authorizes $9 billion in general
obligation bonds: $3 billion for
new construction and $3 billion for
modernization of K-12 public school
facilities; $1 billion for charter schools
and vocational education facilities; and
$2 billion for California Community
Colleges facilities.

e Bars amendment to existing authority
to levy developer fees to fund school
facilities, until new construction bond
proceeds are spent or December 31,
2020, whichever is earlier.

e Bars amendment to existing State

Allocation Board process for allocating
school construction funding, as to
these bonds.

e Appropriates money from the General
Fund to pay off bonds.

SUMMARY OF LEGISLATIVE ANALYST'S
ESTIMATE OF NET STATE AND LOCAL
GOVERNMENT FISCAL IMPACT:
e State costs of about $17.6 billion

to pay off both the principal

($9 billion) and interest ($8.6 billion)

on the bonds. Payments of about
$500 million per year for 35 years.

ANALYSIS BY THE LEGISLATIVE ANALYST

BACKGROUND

California Has 8.3 Million Students Enrolled
in Public K-14 Education. The public
school system from kindergarten through
grade 12 (K-12) currently has about

6.2 million students, 10,000 schools
(including 1,100 charter schools),

950 school districts, and 58 county
offices of education. The California
Community Colleges currently have

2.1 million students at 113 campuses
operated by 72 community college
districts. The community colleges offer
courses in English, other basic skills, and
citizenship, as well as provide workforce
training, associate degrees, and
preparation for transfer to universities.

K-12 Public School Facility Projects
Approved Through State Review Process.
Under the state’s existing School
Facilities Program, schools submit
project proposals to the state’s Office

of Public School Construction. The
project proposals may be for buying
land, constructing new buildings, and
modernizing (that is, renovating) existing
buildings. Schools are eligible for new
construction funding if they do not

have enough space for all current and
projected students. Schools are eligible
for modernization funding for buildings
that are at least 25 years old.

Program Based Upon State and Local
Partnership. In most cases, schools that
receive state grant funding for approved
projects must contribute local funding for
those projects. For buying land and new
construction projects, the state and local
shares are each 50 percent of project
costs. For modernization projects, the
state share is 60 percent and the local
share is 40 percent of project costs. If
schools lack sufficient local funding,
they may apply for additional state grant



COMMUNITY COLLEGE FACILITIES. INITIATIVE STATUTE.

PROPOSITION

ol

SCHOOL BONDS. FUNDING FOR K-12 SCHOOL AND

ANALYSIS BY THE LEGISLATIVE ANALYST

funding, up to 100 percent of the project
cost, thereby reducing or eliminating
their required local contributions.

A Few Special Program Components for Two
Types of K-12 Facility Projects. Most of
the basic program rules apply to career
technical education and charter school
facilities, but a few program components
differ. Although the state pays 60 percent
of project costs for most modernization
projects, it pays b0 percent for career
technical education and charter school
modernization projects. (Shares for new
construction are the same.) For career
technical education, state grants also are
capped at $3 million for a new facility
and $1.5 million for a modernized
facility. For charter school projects,
proposals also must undergo a special
state review to determine if the charter
school is financially sound. In addition to
these special rules, schools that cannot
cover their local share for these two types
of projects may apply for state loans
(rather than additional grant funding).
Schools must repay their career technical
education loans and charter school loans
over maximum 15-year and 30-year
periods, respectively.

Community College Facility Projects
Approved in Annual Budget. Though
community colleges also may receive
state funding for buying land,
constructing new buildings, and
modernizing existing buildings, the
process for submitting and approving
projects is different than for K—12
facilities. To receive state funding,
community college districts must submit
project proposals to the Chancellor of

CONTINUED

the community college system. The
Chancellor then decides which projects to
submit to the Legislature and Governor,
with projects approved as part of the
state budget process and funded in the
annual state budget act.

Local Contributions Vary for Community
College Facilities. Unlike for K-12
facilities, state law does not specify
certain state and local contributions for
community college facilities. Instead,
the Chancellor of the community college
system ranks all submitted facility
projects using a scoring system. Projects
for which community colleges contribute
more local funds receive more points
under the scoring system.

State Primarily Funds Public School and
Community College Facilities Through
General Obligation Bonds. The state
typically issues general obligation bonds
to pay for facility projects. A majority of
voters must approve these bonds. From
1998 through 2006, voters approved
four facility bonds that provided a

total of $36 billion for K—12 facilities
and $4 billion for community college
facilities. Voters have not approved new
state facility bonds since 2006. Today,
the state has virtually no remaining
funding from previously issued school
and community college facility bonds.

State Retires Bonds Over Time by Making
Annual Debt Service Payments. |n
2016-17, the state is paying $2.4 billion
to service debt from previously issued
state general obligation bonds for

school facilities and $300 million for
community college facilities.

9

51
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PROPOSITION - SCHOOL BONDS. FUNDING FOR K-12 SCHOOL AND
COMMUNITY COLLEGE FACILITIES. INITIATIVE STATUTE.

ANALYSIS BY THE LEGISLATIVE ANALYST

Districts Raise Local Funding for Facilities
Mainly Through Local General Obligation
Bonds. School and community college
districts may sell local general obligation
bonds to help cover the cost of facility
projects. Districts must get at least

55 percent of their voters to approve

the sale of these local bonds. Since
1998, school and community college
districts have sold about $64 billion and
$21 billion, respectively, in local general
obligation bonds for facility projects.

A Few Other Local Funding Sources. In
addition to local bonds, school districts
can raise funds for school facilities by
charging fees on new development.
Since 1998, school districts have
raised $10 billion from developer fees.
(Community colleges do not have this
revenue-raising option.) School and
community college districts both can
raise local funding for facilities using
various other methods, including parcel
taxes, but they use these other methods
much less frequently.

PROPOSAL

As shown in Figure 1, this measure
allows the state to sell $9 billion of
general obligation bonds for public school
and community college facilities.

K-12 School Facilities. As shown in
the figure, the $ billion for K-12
school facilities is designated for four
types of projects: new construction,
modernization, career technical

10

CONTINUED

education facilities, and charter school
facilities. The rules of the state’s existing
school facility program would apply to
these funds.

Community College Facilities. The

$2 billion community college funding
is for any facility project, including
buying land, constructing new buildings,
modernizing existing buildings, and
purchasing equipment. Consistent
with existing practice, the Legislature
and Governor would approve specific
community college facility projects to
be funded with the bond monies in the
annual budget act.

FISCAL EFFECTS

Measure Would Increase State Debt Service
Costs. The cost to the state of issuing

the proposed bonds would depend on

the timing of the bond sales, the interest
rates in effect at the time the bonds are
sold, and the time period over which the
bonds are repaid. The state likely would
issue these bonds over a period of about
five years and make principal and interest

Figure 1
Proposition 51: Uses of Bond Funds
(In Millions)

Amount
K-12 Public School Facilities
New construction $3,000
Modernization 3,000
Career technical education facilities 500

Charter school facilities
Subtotal

Community College Facilities

Total

($7,000)




COMMUNITY COLLEGE FACILITIES. INITIATIVE STATUTE.

PROPOSITION

ol

SCHOOL BONDS. FUNDING FOR K-12 SCHOOL AND

ANALYSIS BY THE LEGISLATIVE ANALYST

payments from the state's General Fund
(its main operating account) over a period
of about 35 years. If the bonds were sold
at an average interest rate of 5 percent,
the total cost to pay off the bonds would
be $17.6 billion ($9 billion in principal
plus $8.6 billion in interest). The
average payment per year would be about
$500 million. This amount is less than
half of 1 percent of the state’s current
General Fund budget.

Measure Would Have Some Impact on Local
Revenue-Raising and Facility Spending.
Passage of a new state bond would

likely have some effect on local district
behavior. This is because school and
community college districts typically

are required to make local contributions
to their facilities if they want to obtain
state funding. The exact effect on local
behavior is uncertain. On the one hand,

CONTINUED

some school and community college
districts might raise and spend more
locally given the availability of additional
state funds. As a result, more overall
facility activity might occur in these
districts over the next several years. In
contrast, other school and community
college districts might raise and

spend less locally as the availability of
additional state funds means they would
not need to bear the full cost of their
facility projects. These districts might
complete the same number of projects as
they would have absent a new state bond.
They would use the newly available state
funding to offset what they otherwise
would have raised locally.

Visit http://www.sos.ca.gov/measure-contributions
for a list of committees primarily formed to support
or oppose this measure. Visit http://www.fopc.ca.gov/
transparency/top-contributors/nov-16-gen-v2.html
to access the committee’s top 10 contributors.

1"
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PROPOSITION  SCHOOL BONDS. FUNDING FOR K-12 SCHOOL AND
COMMUNITY COLLEGE FACILITIES. INITIATIVE STATUTE.

> ARGUMENT IN FAVOR OF PROPOSITION 51

PROP. 51 MAKES PROTECTING STUDENTS A TOP PRIORITY.
Many schools and community colleges are outdated and need
repairs to meet basic health and safety standards—including
retrofi ting for earthquake safety, fire safety, and removing
asbestos and lead paint and pipes. Prop. 51 will help make
sure our local schools are updated and safe for students.
PROP. 51 WILL HELP ALL CALIFORNIA STUDENTS GET
A QUALITY EDUCATION.

“Nothing is more disheartening than teaching students
when our classrooms are falling apart and don’t provide
access to student’s basic academic needs. To help
students succeed, Prop. 51 will repair outdated and
deteriorating schools and upgrade classroom technology,
libraries, and computer and science labs.”—Tim Smith,
2014 California Teacher of the Year, Florin High School
IMPROVING VOCATIONAL EDUCATION AND HELPING
RETURNING VETERANS.

“Prop. b1 allows local schools and community colleges
to upgrade vocational education classrooms so students
can train for good-paying careers and contribute to
California’s growing economy. And, we owe it to our
veterans to provide training and help them transition to
the workplace.”—Tom Torlakson, State Superintendent of
Public Instruction

INCREASE ACCESS TO AN AFFORDABLE COLLEGE
EDUCATION.

“By upgrading and repairing our community college
facilities, we can increase access to quality, affordable
higher education for all Californians. Our community
colleges contribute to the economic and social strength of
local communities throughout the state, and help college
students avoid thousands of dollars in debt. We need to
show our support to California’s students.”—Jonathan
Lightman, Executive Director, Faculty Association of
California Community Colleges

CALIFORNIA FACES A LONG BACKLOG OF
NEIGHBORHOOD PROJECTS.

“School nurses are aware of the need for improved

school facilities, the overcrowding, plumbing and other
environmental issues requiring modifications necessary
to maintain optimum health and safety of the students,
faculty, and staff will be addressed by Prop. 51.”"—Kathy
Ryan, President, California School Nurses Organization
PROTECTS LOCAL CONTROL OVER EVERY PROJECT.
“Prop. 51 will protect local control by requiring funding
only be used for school improvement projects approved
by local school and community college boards. All of

the money must be spent locally, where taxpayers can
have a voice in deciding how these funds are best used
to improve their neighborhood schools.”—Chris Ungar,
President, California School Boards Association

A FISCALLY RESPONSIBLE WAY TO UPGRADE AND REPAIR
SCHOOLS WITH TOUGH TAXPAYER ACCOUNTABILITY.

“A statewide bond is the best option for meeting
California’s school construction needs, because education
is a statewide concern. Without this bond, local
taxpayers will face higher local property taxes that create
inequalities between schools in different communities,
treat taxpayers differently, and lack strong accountability
provisions.”—Teresa Casazza, President, California
Taxpayers Association

WE CAN'T WAIT ANY LONGER.

We haven'’t passed a statewide school bond in ten years,
and now we face a massive backlog of local school
projects. Our schools are in desperate need of upgrades
and repairs to keep our students safe and ensure they
have facilities where they can learn.

Prop. 51 will help our students and veterans succeed.
PLEASE JOIN US IN VOTING YES ON PROP. 51.

JUSTINE FISCHER, President
California State PTA

KEN HEWITT, President
California Retired Teachers Association

LARRY GALIZIO, Chief Executive Office
Community College League of California

> REBUTTAL TO ARGUMENT IN FAVOR OF PROPOSITION 51 %

Since 2001, we've approved over $146 billion in state
and local bonds to fix California schools. Yet Prop. 51
supporters still claim our schools don't “meet basic health
and safety standards.”
Where did the money go?
INVITES FRAUD:
The last statewide school bond audit by the California
Department of Finance found BILLIONS AT RISK of “being
used for unintended purposes . . . if left unresolved . . . will
continue to adversely affect bond accountability.”
Because spending safeguards are not implemented or not
working bond funds can be misused.
Both Governor Jerry Brown and Attorney General Kamala
Harris have raised this concern.
Prop. 51 keeps this flawed system in place.
BLOCKS REFORMS:
Prop. 51 ties the hands of legislators and locks in current
rules. It hijacks our democracy by barring legislators from
correcting rules that deny disadvantaged schools the help
they need.
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This guarantees developers don’t pay their fair share.
ALLOWS RECKLESS SPENDING:

Bonds are expensive. Two tax dollars are required to
payback every dollar borrowed. Bonds should be used for
things that last decades. Incredibly, Prop. 51 funds can
be spent on equipment with a 10-year “average useful
life.” Bond payments will last decades longer.

This is like buying your lunch with a 30-year mortgage
and paying for it many times over.

Prop. 51 may be the most self-serving, devious measure
ever put before California voters. It was created by the
construction industry to benefit the construction industry.
Visit StopProp51.org. See who's behind the Yes campaign.
Vote NO on 51!

G. RICK MARSHALL, Chief Financial Office
California Taxpayers Action Network

WENDY M. LACK, Director
California Taxpayers Action Network

Arguments printed on this page are the opinions of the authors, and have not been checked for accuracy by any official agency.



SCHOOL BONDS. FUNDING FOR K—12 SCHOOL AND  PROPOSITION
COMMUNITY COLLEGE FACILITIES. INITIATIVE STATUTE. 51

 ARGUMENT AGAINST PROPOSITION 51

Bonds are debts that must be repaid with interest, over
time.

Since 1998, California voters have approved $35 billion
in state school construction bonds. All were placed on
the ballot by the Legislature and backed by the Governor.
Proposition 51 is different. The Legislature did not put
Proposition 51 on the ballot. And the Governor opposes it.
We join the Governor in opposition because Proposition
51 is:

UNAFFORDABLE:

Californians already pay $2 billion each year on state
school bonds. Proposition 51 would cost an additional
$500 million each year—money the state doesn’t have.
In total, California has over $400 billion in debt and
financial commitments. Governor Brown calls this a
“wall of debt.” Borrowing more money we can’t afford is
reckless.

UNACCOUNTABLE:

With local school bonds, communities control spending.
With state school bonds, bureaucrats and their cronies
call the shots. Local control is the best way to minimize
government waste.

UNNECESSARY:

For school construction, local bond measures work better
than statewide bonds. Last June voters approved over
90% of local school bonds on the ballot, providing over
$5.5 billion for school construction.

School enrollment is expected to decline over the next

10 years. Proposition 51 wastes money favoring construction
of new schools over remodeling existing schools.
INEQUITABLE:

Proposition 51 funding would go to those first in line.
Large wealthy districts would receive the “lion’s share”
because they have dedicated staff to fill out paperwork.
This shuts out smaller, poorer districts that need help
most. This is morally wrong.

REFORM FIRST:

Proposition 51 does nothing to change the bureaucratic,
one-size-fits-none state bond program. Small, needy
school districts can’t afford expensive consultants used
by the big, wealthy schools. Program reforms are needed
so disadvantaged districts get the money they deserve.
Last February Governor Brown told the Los Angeles
Times, “I am against the developers’ $9-billion

bond . . . [it] squanders money that would be far better
spent in low-income communities.”

Brown also said benefit p omises to state employees

are “liabilities so massive that it is tempting to ignore
them . . .. We can’t possibly pay them off in a year or
two or even 10. Yet, it is our moral obligation to do so—
particularly before we make new commitments.”

We agree.

Proposition 51 is supported by businesses and politicians
who benefit rom more state spending. Yes on 51 has
already raised over $6 million from those who would profit
most, including the Coalition for Adequate School Housing
(CASH) and California Building Industry Association.
California Taxpayers Action Network is an all-volunteer,
non-partisan, non-profit hat promotes fiscal responsibility
and transparency in local government. We combat
government secrecy, waste and corruption and seek to
ensure everyone receives good value for their tax dollars.
We're people just like you who support quality schools
and want fiscal responsibility in government without
waste.

Join us in voting NO on Proposition 51.

www.caltan.org

G. RICK MARSHALL, Chief Financial Office
California Taxpayers Action Network

WENDY M. LACK, Director
California Taxpayers Action Network

s REBUTTAL TO ARGUMENT AGAINST PROPOSITION 51

Prop. 51 ensures that every California student has the
opportunity to learn in safe, up-to-date schools while also
protecting taxpayers.

PROP. 51 IS NOT A TAX INCREASE.

Prop. 51 is a bond that will be repaid from a very small
amount of the state’s EXISTING annual revenue to repair
and upgrade local schools. It does NOT raise taxes.
PROTECTS TAXPAYERS FROM HIGHER LOCAL TAXES.
Without matching dollars from a statewide school bond,
taxpayers will face higher local property taxes to pay for
school repairs and upgrades, and some school districts
may never be able to afford fixing schools on their own.
This partnership between the state and local school
districts has fairly funded school repairs for all students.
REQUIRES TOUGH ACCOUNTABILITY.

Prop. 51 puts local voters in control of how school bond
monies are spent. It requires annual audits and tough
accounting standards.

PROP. 51 MAKES PROTECTING STUDENTS A PRIORITY.
Many schools and community colleges are outdated and

need repairs to meet basic health and safety standards—
including retrofi ting for earthquake safety, fire safety,
and removing asbestos and lead paint and pipes. These
repairs are critical to keeping every student safe.

YES ON PROP. 51.

Prop. b1 will help every California student get a quality
education, increase access to an affordable college
education, and improve vocational training for veterans
and students preparing for the workplace.

Prop. b1 is supported by taxpayer groups, teachers,
business, Republicans, and Democrats. See for yourself
at www.californiansforqualityschools.com

Please join us in supporting Prop. 51.

CHRIS UNGAR, President
California School Boards Association

TERESA CASAZZA, President
California Taxpayers Association

LARRY GALIZIO, Chief Executive Office
Community College League of California
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PROPOSITION | EGISLATURE. LEGISLATION AND PROCEEDINGS.
INITIATIVE CONSTITUTIONAL AMENDMENT AND STATUTE.

OFFICIAL TITLE AND SUMMARY

PREPARED BY THE ATTORNEY GENERAL

e Prohibits Legislature from passing any
bill unless it has been in print and
published on the Internet for at least
72 hours before the vote, except in
cases of public emergency.

e Requires the Legislature to make
audiovisual recordings of all its
proceedings, except closed session
proceedings, and post them on the
Internet.

e Authorizes any person to record
legislative proceedings by audio or
video means, except closed session
proceedings.

e Allows recordings of legislative
proceedings to be used for any
legitimate purpose, without payment of
any fee to the State.

SUMMARY OF LEGISLATIVE ANALYST’S ESTIMATE
OF NET STATE AND LOCAL GOVERNMENT FISCAL
IMPACT:

® One-time costs of $1 million to
$2 million and ongoing costs of about
$1 million annually to record legislative
meetings and make videos of those
meetings available on the Internet.

ANALYSIS BY THE LEGISLATIVE ANALYST

BACKGROUND

State Legislature Makes Laws. The
California Legislature has two houses:
the Senate and the Assembly. Legislative
rules guide the process by which bills
become laws. In this process, legislators
discuss bills in committee hearings and
other settings. They often change bills
based on these discussions. Typically,
legislators take several days to consider
these changes before they vote on
whether to pass the bill. Sometimes,
however, legislators take less time to
consider these changes.

Legislature’s Public Meetings. The State
Constitution requires meetings of the
Legislature and its committees to be
open to the public, with some exceptions
(such as meetings to discuss security

at the State Capitol). Live videos of
most, but not all, of these meetings are
available on the Internet. The Legislature
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keeps an archive of many of these videos
for several years. The Legislature does
not charge fees for the use of these
videos. The Legislature spends around
$1 million each year on recording,
posting, and storing these videos. Under
current state statute, recordings of
Assembly meetings cannot be used for
political or commercial purposes.

Legislature’s Budget. The Constitution
limits how much the Legislature can
spend on its own operations. This limit
increases with growth in California’s
population and economy. This year,
the Legislature’s budget is about
$300 million—Iless than 1 percent of
total spending from the General Fund
(the state’s main operating account).

PROPOSAL

Proposition 54 amends the Constitution
to change the rules and duties of the



LEGISLATURE. LEGISLATION AND PROCEEDINGS. INITIATIVE ~ PROPOSITION
CONSTITUTIONAL AMENDMENT AND STATUTE. 54

ANALYSIS BY THE LEGISLATIVE ANALYST CONTINUED

Figure 1
Key Changes That Would Happen if Proposition 54 Passes

¢ A bill (including changes to that bill) would have to be available on the Internet for
at least 72 hours before the Legislature could pass it.2

e The Legislature would have to ensure that all of its public meetings were recorded,
with videos posted on the Internet within 24 hours.
— These videos would have to be downloadable for at least 20 years.

@ This rule has exceptions for emergencies, including natural disasters.

Legislature. Figure 1 summarizes of the public would be allowed to record
the proposition’s key changes. The and broadcast any part of a public
Legislature’s costs to comply with these legislative meeting. Proposition 54 also
requirements would be counted within changes state statute so that anyone
the Legislature’s annual spending limit. could use videos of legislative meetings

for any legitimate purpose and without

Changes How State Legislature Makes paying a fee to the state.

Laws. If Proposition 54 passes, a bill
(il’lC'Udiﬂg Changes to that bl”) would FISCAL EFFECTS

have to be made available to legislators

and posted on the Internet for at least The fiscal impact of Propositio 54 would
72 hours before the Legislature could depend on how the Legislature decides
pass it. In an emergency, like a natural to meet these new requirements. The

disaster, the Legislature could pass bills ~ Main costs of the proposition relate to
faster. This could only happen, however, ~ the recording of videos of legislative
if the Governor declares a state of meetings and storage of those videos
emergency and two-thirds of the house on the Internet. The state would likely

o : - face: (1) one-time costs of $1 million
he bill he bill -
considering the bill votes to pass the b to $2 million to buy cameras and other

faster. .

: , _ equipment and (2) annual costs of
Changes Rules of Legislature’s Public about $1 million for more staff and
Meetings. I Proposition 54 passes, online storage for the videos. These
videos of all of the Legislature’s public costs would be less than 1 percent of
meetings would have to be (1) recorded,  the Legislature’s budget for its own
(2) posted on the Internet within operations.

24 hours following the end of the Visit hito// / ributh
meeting, and (3) downloadable from the ISt II-/7WWW.50S.Ca.g0V/MeasLire-Contrioutions
for a list of committees primarily formed to support

Inter_net for at least 20 years. (Thesg ) or oppose this measure. Visit http://www.fopc.ca.gov/
requirements would take gffect beginning transparency/top-contributors/nov-16-gen-v2.html
January 1, 2018.) In addition, members to access the committee’s top 10 contributors.
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PROPOSITION
54 CONSTITUTIONAL AMENDMENT AND STATUTE.

LEGISLATURE. LEGISLATION AND PROCEEDINGS. INITIATIVE

> ARGUMENT IN FAVOR OF PROPOSITION 54

Democrats, Republicans and Independents agree it's time
to PUT VOTERS FIRST, NOT SPECIAL INTERESTS.

THAT'S WHY DIVERSE GROUPS LIKE the League

of Women Voters of California, California Chamber of
Commerce, California State Conference of the NAACP, Latin
Business Association, California Common Cause, Howard
Jarvis Taxpayers Association, League of California Cities,
California Forward, Los Angeles Area Chamber of Commerce,
California Planning and Conservation League, and many
others, URGE YOU TO VOTE “YES” ON PROP. 54.

PROP. 54 WILL:

e Require every bill to be posted online and distributed

to lawmakers at least 72 hours before each house of

the Legislature is permitted to vote on it (except when

the Governor declares an emergency). ® Prohibit any

bill passed in violation of this 72-hour requirement from
becoming law. ® Make audiovisual recordings of ALL
public legislative meetings. ® Post those recordings online
within 24 hours, to remain online for at least 20 years.

e Guarantee the right of every person to also record and
broadcast any open legislative meetings. e Require NO
new taxpayer money. The Legislature’s existing budget will
cover this measure’s minor costs.

Proposition 54 makes our state government more transparent
by STOPPING THE PRACTICE OF WRITING LAWS PROMOTED
BY SPECIAL INTERESTS BEHIND CLOSED DOORS AND
PASSING THEM WITH LITTLE DEBATE OR REVIEW.

“We have long opposed the California Legislature’s practice
of making last minute changes to proposed laws before
legislators, the press, and the public have had a chance

to read and understand them. Such practices make a
mockery of democracy.”— Peter Scheer, FIRST AMENDMENT
COALITION

“Proposition 54 gives all people the opportunity to review,

debate, and contribute to the laws that impact us all.”—Alice
Huffman, CALIFORNIA STATE CONFERENCE OF THE NAACP

Proposition 54 will stop the immediate passage of legislation
that has been “gutted and amended”—a practice that
replaces, at the last minute, every word of a bill with new,
complex language secretly written by special interests,

thereby making major policy changes with no public input.
“Proposition 54 finally gives voters the upper hand, not
the special interests, and improves the way business

is done at our State Capitol.”—Ruben Guerra, LATIN
BUSINESS ASSOCIATION

Special interests and the political establishment fear voters
might track from home what happens in the Legislature’s
public meetings. Sacramento lobbyists don’t believe the people
can be trusted with this information—or with time to act on it.
Yet sixty-nine California cities representing 15 million
people, and thirty-seven county boards of supervisors
representing 27 million people, already post recordings of
their meetings online.

Our Legislature should catch up.

“Proposition 54 will create a more open, honest, and
accountable government. It’s time to give voters a voice
in the political process.”—Kathay Feng, CALIFORNIA
COMMON CAUSE

CHECK IT OUT FOR YOURSELF at YesProp54.org. YES
ON PROP. 54 is supported by good government, minority,
taxpayer, and small business groups, seniors, and voters
from every walk of life, every political persuasion, and
every corner of the state.

PROPOSITION 54 was written by constitutional scholars
and has been carefully reviewed and vetted by good
government organizations who all agree Prop. 54 will
increase transparency. That's why special interests
vigorously oppose it.

PROPOSITION 54 will reduce special interest influence
by ensuring every proposed new law is subject to public
review and comment BEFORE legislators vote on it.

Vote YES on Proposition 54.

HELEN HUTCHISON, President
League of Women Voters of California

HOWARD PENN, Executive Director
California Planning and Conservation League

ALLAN ZAREMBERG, President
California Chamber of Commerce

s REBUTTAL TO ARGUMENT IN FAVOR OF PROPOSITION 54

BIG MONEY IS BEHIND PROP. 54: DON'T BE FOOLED

Just look at its main backer: the California Chamber of
Commerce. This group—whose members include big oil,
tobacco and drug companies—spent a record-shattering
$4.3 MILLION lobbying the Legislature last year,
according to the Secretary of State.

Prop. 54 will give these special interests even MORE
power in Sacramento.

That’s the reason one billionaire, backed by big, out-of-
state corporations, is bankrolling Prop. 54.

STAND UP TO BIG MONEY. VOTE NO ON PROP. 54.

California’s most significant achievements often occur
when our elected representatives come to the table willing
to find areas of compromise. Sometimes, powerful special
interests don’t get everything they want.

One example is the bipartisan 2009 state budget
agreement, historic action that saved California from
bankruptcy. That bipartisan compromise was updated
through the final hours prior to the vote. It earned the
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four Legislative Leaders that negotiated it the prestigious
“Profiles in Courage Award” from the John F. Kennedy
Library Foundation.

If Prop. 54 was in place, California might well have gone
bankrupt.

The Legislature needs to work better, not be hamstrung
by red tape. Prop. 54 unnecessarily requires the
Legislature to wait 3 days before passing a measure in its
“second house,” allowing special interests to defeat it.
California’s legislative work is transparent. Any citizen,

at any time, can view any bill via the Internet. Audio and
video is online free of charge.

VOTE NO ON PROP. 54. STOP THE SPECIAL INTEREST
POWER GRAB.

ART TORRES, State Senator (Retired)

JERILYN STAPLETON,
California National Organization for Women (NOW)

STEVE HANSEN, City Council Member
City of Sacramento



LEGISLATURE. LEGISLATION AND PROCEEDINGS. INITIATIVE

PROPOSITION

54

CONSTITUTIONAL AMENDMENT AND STATUTE.

% ARGUMENT AGAINST PROPOSITION 54 >

Proposition 54 is on your ballot solely because one
California billionaire, after spending millions of dollars
trying to influence California policy and elections, is now
using our citizen initiative process to pursue his own
political agenda.

What is Prop. 547 It is a complicated measure that
introduces unnecessary new restrictions on the way
laws are crafted by the Legislature. It empowers special
interests under the guise of “transparency.”

Rather than promoting accountability, Prop. 54 will slow
down the ability for legislators to develop bipartisan
solutions to our state’s most pressing problems.

For example, many bipartisan balanced budget
agreements, the Fair Housing Act (which ended housing
discrimination), and last year’'s bond measure to address
California’s drought likely never would have happened if
this measure had been enacted.

Prop. 54 will throw a monkey wrench into the ability of
our elected officials to get things done. It will give special
interests more power to thwart the will of our elected
officials. It makes it more difficult to address state
emergencies.

DON'T GIVE SPECIAL INTERESTS EVEN MORE POWER.
VOTE NO ON PROP. 54,

While it sounds good, requiring the Legislature to wait
three days before voting on a bill will give powerful
lobbyists and well-funded special interests time to launch
campaigns to attack bipartisan compromises. Special
interests already have too much power in Sacramento.
Prop. 54 will give them more.

PROP. 54 WILL CAUSE UNNECESSARY DELAYS

Anytime a comma is changed in a bill, lawmakers will now

be forced to wait three days to vote on it. That will mean
unnecessary delays.

PROP. 54 WILL INCREASE POLITICAL ATTACK ADS
Current law prohibits the use of Legislative proceedings
in political campaign ads. Prop. 54 eliminates that rule,
paving the way for millions of dollars in ugly campaign
attack ads that will flood your screen before each
election.

DON'T LET A BILLIONAIRE REWRITE CALIFORNIA'S
CONSTITUTION FOR POLITICAL GAIN.

Who's behind this measure? Charles Munger, Jr.—a
billionaire with a long history of contributing millions to
candidates that oppose increased education funding, the
minimum wage, plans to make higher education more
affordable, and other progressive issues—is the only
donor to Prop. 54. He has spent more than $5.5 million
to put this measure on the ballot.

Don't let a single wealthy Californian bypass the
Legislature to rewrite our state’s constitution to his

own liking. Even the California Newspaper Publishers
Association, which supports many of the concepts in
this measure, has told the Capitol Weekly newspaper, it
“doesn’t feel the initiative process is a good way to deal
with public policy.”

Prop. 54 is opposed by the California Democratic Party,
dozens of elected officials, environmental, labor, and
other groups.

Vote NO on Prop. 54. Get the facts on
www. NoOnProposition54.com and follow us on Twitter
@NoPropb54

STEVEN MAVIGLIO,
Californians for an Effective Legislature
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s REBUTTAL TO ARGUMENT AGAINST PROPOSITION 54

A bill every legislator and every Californian has had 72 hours
to read will be a better bill than one that they haven't.

This shouldn’t be a partisan question: it's just common
sense.

In 2006 then-Senator Barack Obama sponsored, and
then-Senator Hillary Clinton co-sponsored, the “Curtailing
Lobbyist Effectiveness Through Advance Notification,
Updates, and Posting Act,” or “CLEAN UP Act,” which
called for each bill in the U.S. Senate to be “available

to all Members and made available to the general public
by means of the Internet for at least 72 hours before its
consideration”.

What would work for the U.S. Senate, will work for the
California Legislature.

That is why PROP. 54 IS ENDORSED BY A LARGE
BIPARTISAN COALITION including the League of Women
Voters of California, California Common Cause, California
State Conference of the NAACP, League of California
Cities, California Chamber of Commerce, Californians
Aware, First Amendment Coalition, California Forward,
Planning and Conservation League, California Black
Chamber of Commerce, California Business Roundtable,
National Federation of Independent Business/California,
Latin Business Association of California, Hispanic 100,
Howard Jarvis Taxpayers Association, California Taxpayers

Association, Small Business Action Committee, San Jose/
Silicon Valley NAACP, Monterey County Business Council,
and the Los Angeles Area, San Francisco and Fresno
Chambers of Commerce.

As the SAN FRANCISCO CHRONICLE declared about
Prop. 54, “Let the record also show that this was

no partisan effort. Its advocates include a long list

of respected reform groups such as Common Cause,
California Forward and the League of Women Voters.”
Special interests sit through every committee meeting in
Sacramento. They already know what bills live and die and
why, and who votes with a special interest or against it.
The way to level the playing fi Id is to record the public
meetings and post them online. Then we too will know.
Prop. 54 requires no new tax money. Prop. 54’s minor
costs come out of the Legislature’s operating budget.

To learn more, see YesProp54.org.
Vote YES on Prop. 54.

TERESA CASAZZA, President

California Taxpayers Association

TOM SCOTT, State Executive Director

National Federation of Independent Business/California
KATHAY FENG, Executive Director

California Common Cause
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PROPOSITION TAX EXTENSION TO FUND EDUCATION AND HEALTHCARE.
INITIATIVE CONSTITUTIONAL AMENDMENT.

OFFICIAL TITLE AND SUMMARY

PREPARED BY THE ATTORNEY GENERAL

e Extends by twelve years the temporary personal
income tax increases enacted in 2012 on earnings
over $250,000 (for single filers; over $500,000 fo
joint filers; over $340,000 for heads of household)

e Allocates these tax revenues 89% to K—12 schools
and 11% to California Community Colleges.

e Allocates up to $2 billion per year in certain years
for healthcare programs.

e Bars use of education revenues for administrative
costs, but provides local school boards discretion
to decide, in open meetings and subject to annual
audit, how revenues are to be spent.

SUMMARY OF LEGISLATIVE ANALYST'S ESTIMATE OF
NET STATE AND LOCAL GOVERNMENT FISCAL IMPACT:

* |ncreased state revenues ranging from $4 billion to
$9 billion each year (in today’s dollars) from 2019

through 2030, depending on the economy and the
stock market.

e |ncreased funding for schools and community
colleges of roughly half of the revenue raised by
the measure.

e |Increased funding for health care for low-income
people ranging from $0 to $2 billion each year,
depending on decisions and estimates made by the
Governor’s main budget advisor.

¢ |ncreased budget reserves and debt payments
ranging from $60 million to roughly $1.5 billion
each year (in today’s dollars), depending primarily
on the stock market.

ANALYSIS BY THE LEGISLATIVE ANALYST

BACKGROUND

State Budget

Over Half of State Budget Spent on Education. The state
collects taxes and fees from people and businesses
and uses these revenues to fund programs in the state
budget. This year, the state plans to spend about
$122 billion from its main operating account, the
General Fund. As shown in Figure 1, over half of this
spending is for K-12 schools, community colleges,
and the state’s public universities. About another
one-quarter of this spending is for health and human
services programs, the largest of which is the state’s
Medi-Cal program. Most of the spending shown in the
figure for “various other programs” pays for prisons,
parole programs, and the courts.

Taxes

Personal Income Tax Provides Most General Fund
Monies. The state’s General Fund is supported
primarily by three taxes: the personal income tax, the
sales tax, and the corporate income tax. (We refer to
the personal income tax simply as “income tax” in
this analysis.) The income tax is the most important
for the state budget, as it provides about two-thirds
of all General Fund revenues. The tax applies to most
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forms of income—such as salaries, wages, interest
income, and profits from the sales of stocks and other
assets. It consists of several “marginal” tax rates,
which are higher as income subject to the tax, or
“taxable income,” increases. For example, in 2011
the tax on a married couple’s taxable income was

1 percent on the first $14,632 but 9. percent on all
taxable income over $96,058.

Proposition 30. Proposition 30, approved by voters in
November 2012, increased income tax rates on high-
income taxpayers. As shown in Figure 2, depending
on their income levels, high-income taxpayers pay

an extra 1 percent, 2 percent, or 3 percent tax on
part of their incomes. These higher rates are in effect
through 2018. This year’s state budget assumes that
the Proposition 30 income tax increases will raise
about $7 billion in revenue. Proposition 30 also
increased the state sales tax rate by one-quarter cent
from 2013 through 2016.

Education

Annual Required Spending on Education. The State
Constitution requires the state to spend a minimum
amount on K-12 schools and community colleges
each year. This “minimum guarantee” grows over
time based on growth in state tax revenues, the
economy, and student attendance. This year, the state



TAX EXTENSION TO FUND EDUCATION AND HEALTHCARE. ~ PROPOSITION

INITIATIVE CONSTITUTIONAL AMENDMENT.

ANALYSIS BY THE LEGISLATIVE ANALYST

CONTINUED

Figure 1

Education Makes Up Over Half of $122 Billion State Budget

2016-17 General Fund

Medi-Cal

Other Health and
Human Services

Other Programs

General Fund will provide over $50 billion toward
the minimum guarantee. Local property taxes also
contribute to the minimum guarantee.

Medi-Cal

Serves Low-Income People in California. The Medi-Cal
program provides health care services to low-income
people. These services include primary care visits,
emergency room visits, surgery, and prescription
drugs. The program serves over 13 million people in
California—roughly one-third of the population. This
year, the state will spend about $23 billion from the
General Fund on Medi-Cal. In addition, the program
relies heavily on federal funding and receives some
support from other state sources.

Budget Reserves and Debt Payments

“Rainy-Day” Reserves. Governments use budget
reserves to save money when the economy is good.
When the economy gets worse and revenues decline,
governments use money that they saved to reduce the
amount of spending cuts, tax increases, and other
actions needed to balance their budgets.

K-12 Education

Community Colleges

Universities

Constitution Requires Minimum Amount Used for Debt
Payments and Budget Reserves. The Constitution
requires the state to save a minimum amount each
year in its rainy-day fund and spend a minimum
amount each year to pay down state debts faster.
The annual amounts used for debts and budget
reserves depend primarily upon state tax revenues.
In particular, revenues from capital gains—money
people make when they sell stocks and other types of
property—are an important factor in estimating how
much the state must use for these purposes.

PROPOSAL

This measure (1) extends for 12 years the additional
income tax rates established by Proposition 30 and
(2) creates a formula to provide additional funds to
the Medi-Cal program from the 2018-19 state fiscal
year through 2030-31.

Taxes

Income Taxes Increased on High-Income Taxpayers.
Proposition 55 extends from 2019 through 2030
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Figure 2
Income Tax Rates Under Proposition 302
Single Filer’s Joint Filers’ Marginal Tax Rate
Taxable Income® Taxable Income® Base Rate Proposition 30 Increase Total Rate
$0 to $8,000 $0 to $16,000 1.0% — 1.0%
8,000 to 19,000 16,000 to 37,000 2.0 — 2.0
19,000 to 29,000 37,000 to 59,000 4.0 — 4.0
29,000 to 41,000 59,000 to 82,000 6.0 — 6.0
41,000 to 52,000 82,000 to 103,000 8.0 — 8.0
52,000 to 263,000 103,000 to 526,000 9.3 — 9.3
263,000 to 316,000 526,000 to 632,000 9.3 1.0% 10.3
316,000 to 526,000 632,000 to 1,053,000 9.3 2.0 11.3
Over 526,000 Over 1,053,000 9.3 3.0 12.3
@ Income brackets shown are rounded to the nearest thousands of dollars. Brackets are in effect for 2015 and are adjusted for inflation in futur
years.
b Single filers include married individuals and registered domestic partners (RDPs) who file taxes separate .
C Joint filers include married and RDP couples who file joint , as well as qualified widows or widowers with a dependent child
Note: Income brackets for head-of-household filers are not listed, but those filers with taxable income of $357,981 and greater as of 2015) also
are subject to 10.3 percent, 11.3 percent, or 12.3 percent marginal tax rates under Proposition 30. Tax rates listed exclude the mental health tax
rate of 1 percent for taxable income in excess of $1 million.

the Proposition 30 income tax rate increases shown
in Figure 2. These increases affect high-income
taxpayers in the state. Specificall , the measure
affects the roughly 1.5 percent of taxpayers with the
highest incomes.

Amount of Tax Increase Depends Upon Taxable Income.
The amount of increased taxes paid by high-income
taxpayers would depend upon their taxable income.
For example, if this measure passes, a single person
with taxable income of $300,000 would pay an
extra 1 percent on their income between $263,000
and $300,000. This works out to a tax increase

of $370 for this person. A married couple filing a
joint tax return with taxable income of $2,000,000
also would see their taxes increased under this
measure. Specificall , this couple would pay another
1 percent on their income between $526,000 and
$632,000, an extra 2 percent on their income
between $632,000 and $1,053,000, and an extra
3 percent on their income between $1,053,000
and $2,000,000. This works out to a tax increase of
$37,890 for this couple. (These examples would be
somewhat different by 2019 because tax brackets
would be adjusted annually for inflation.)

Does Not Extend Sales Tax Increase. Proposition 55
does not extend the one-quarter cent increase in the
sales tax rate that voters approved in Proposition 30.
In other words, whether or not voters pass this

20

measure, Proposition 30’s sales tax increase will
expire at the end of 2016.

Medi-Cal

Creates Formula for Medi-Cal. Proposition 55 includes
a new state budget formula to provide more funding
for the Medi-Cal program. The measure requires the
Director of Finance, the Governor’'s main budget
advisor, to determine each year from 2018-19
through 2030-31 whether General Fund revenues
exceed (1) constitutionally required education
spending and (2) the costs of government programs
that were in place as of January 1, 2016. If revenues
exceed these spending amounts, 50 percent of the
excess (up to a maximum of $2 billion) would be
allocated to Medi-Cal. (This additional allocation
could be reduced somewhat in difficult budget years.)
The measure states that these Medi-Cal monies
should not replace existing General Fund support for
the program.

FISCAL EFFECTS

Figure 3 summarizes Proposition 55’s fiscal effects.
The measure’s increased revenues would be used for
K-12 schools and community colleges, health care
services for low-income people, budget reserves, and
debt payments. After satisfying these constitutional
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requirements, remaining amounts, if any, would be
available for any state budget purpose.

Taxes

Revenue Raised by Measure Would Depend on Economy
and Stock Market. The exact amount of state revenue
raised by Proposition 55 would depend on several
factors that are difficult to predict. A large share of
high-income taxpayers’ earnings comes from capital
gains. These revenues depend heavily on future stock
market and other asset values, which are difficult to

CONTINUED

to predict. It is reasonable to assume, however, that
roughly half of the revenue raised by Proposition 55
would go to schools and community colleges.

Medi-Cal

May Increase Medi-Cal Funding. The formula for

added Medi-Cal funding would require the Director of

Finance to estimate annually revenues and spending.

As noted earlier, General Fund revenues are difficult

to predict. Similarly, in order to produce the spending

estimates required by the measure, the Director of
Finance would have to make

Figure 3
Fiscal Effects of Proposition 55

assumptions about how
spending on programs that
were in place as of January 1,
2016 would have changed

Increased income tax revenues
stock market.

Increased funding for schools
and community colleges

Increased Medi-Cal funding

Increased bhudget reserves and
debt payments

predict. In addition, high-income taxpayers’ earnings
fluctuate with the econom . Thus, in a bad economic
and stock market year, the measure might raise
around $4 billion in revenue. When the economy
and stock market are good, the measure might raise
around $9 billion in annual revenue. In most years,
the amount of revenue raised by the measure would
be in between these amounts. (These amounts are in
today’s dollars and would tend to grow over time.)

Education

Increases in Education Spending. Higher state tax
revenues generally result in increased education
spending. The exact amount that the state must
spend on schools and community colleges in the
future depends on several factors that are difficult

Between $4 billion and $9 billion each year (in
2016 dollars), depending upon economy and

Roughly half of the revenue raised by the measure.

Between $0 and $2 billion each year, depending
upon decisions and estimates made by the
Governor’'s main budget advisor.

Between $60 million and roughly $1.5 billion each
year (in 2016 dollars), depending primarily upon
stock market.

over time. Additional Medi-Cal
funding under the measure,
therefore, would depend

on decisions and estimates
made by the Director of
Finance. The amount of any
additional Medi-Cal funding
under the measure could vary
significantly each yea, ranging
from $0 to $2 billion.

Budget Reserves and
Debt Payments

Increases Budget Reserves and
Debt Payments. As described
above, Proposition 55
increases state tax revenues. Higher revenues increase
required debt payments and budget reserve deposits.
The exact amount that the state would have to use for
paying down state debts and building budget reserves
depends largely on capital gains revenues, which

are difficult to predict. In bad stock market years,
Proposition 55 could increase debt payments and
budget reserves by $60 million. In good stock market
years, Proposition 55 could increase debt payments
and reserve deposits by $1.5 billion or more.

Visit http://www.sos.ca.gov/measure-contributions
for a list of committees primarily formed to support
or oppose this measure. Visit http://www.fopc.ca.gov/
transparency/top-contributors/nov-16-gen-v2.html
to access the committee’s top 10 contributors.
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> ARGUMENT IN FAVOR OF PROPOSITION 55

Proposition 55 prevents billions in budget cuts without
raising taxes by ensuring the wealthiest Californians
continue to pay their share. 55 requires strict
accountability and transparency to ensure funds get to
the classroom. We can’t afford to go back to the days of
devastating cuts and teacher layoffs.

Fact 1: Proposition 55 does not raise anyone’s taxes.

e Does not raise taxes on anyone. Proposition 55
maintains the current income tax rate on couples earning
over $500,000 a year. ® Only affects the wealthiest
Californians who can most afford it, ensuring they
continue to pay their share of taxes. ® Lower sales tax.
Under Proposition 55 all Californians’ sales tax are
reduced.

Fact 2: Proposition 55 has strict transparency and
accountability requirements to ensure education funds
get to the classroom.

e Money goes to local schools and the Legislature can’t
touch it. Strict accountability requirements ensure
funds designated for education go to classrooms, not to
bureaucracy or administrative costs. Authorizes criminal
prosecution for any misuse of money. ® Mandatory
audits and strict transparency requirements. Local
school districts must post annual accounting online to
guarantee that Californians know exactly how and where
funds are spent. e Provides local control over school
funding. Proposition 55 gives control to local school
boards to determine student needs.

Fact 3: Proposition 55 prevents up to $4 billion in cuts
to schools and continues to restore funding cut during
the recession.

® Proposition 55 helps address California’s looming
teacher shortage. The state needs an estimated 22,000
additional teachers next year alone. Proposition 55
gives local school districts the money they need

to hire teachers and prevent overcrowded classes.

e Proposition 55 helps restore arts and music. Arts and

music programs faced deep cuts during the recession.
Proposition 55 will help protect and restore those
programs. ® Makes college more affordable. Proposition
55 prevents cuts to California community colleges,
preventing tuition increases and helping make classes
more available to California’s 2.1 million community
college students. ® Expands health care access for
children. Healthier children are healthier students. Too
many families can’t afford basic health care, meaning
children miss school or come to class sick. Proposition
55 helps kids come to school healthy and ready to learn,
because all children deserve access to quality health
care, not just the wealthiest Californians.

California needs to keep moving forward, we can’t afford
to go back to the days of devastating cuts to public
schools, colleges, and health care.

30,000 teachers were laid off, class sizes grew, and the
cost of community colleges doubled.

Governor Jerry Brown has said that we’ll face even more
cuts if Proposition 55 doesn’t pass.

Proposition 55 gives Californians a clear choice: voting
YES protects our schools and children from massive cuts;
voting NO costs our schools up to $4 billion a year.
California’s schools are starting to come back. Passing
Proposition 55 will ensure that our children won’t face
another round of cuts. The future of California depends
on the future of our children.

Because our children and schools matter most.

Details at www. YesOn55.com

JUSTINE FISCHER, President
California State PTA

ALEX JOHNSON, Executive Director
Children’s Defense Fund—~California

TOM TORLAKSON, California State Superintendent of
Public Instruction

s REBUTTAL TO ARGUMENT IN FAVOR OF PROPOSITION 55

TEMPORARY SHOULD MEAN TEMPORARY

Voters supported higher income and sales taxes in 2012

because Governor Jerry Brown made the commitment

that they would be temporary.

The state budget has a surplus, and these temporary

taxes should go away, just like the Governor promised.

PROP. 55 WILL HURT SMALL BUSINESS AND KILL

JOBS.

Prop. 55 will kill jobs, close businesses, and hurt

the economy. It will raise taxes on California’s small

businesses, and make it even harder for them to create

good-paying jobs.

WE CAN'T TRUST THE POLITICIANS AND SPECIAL

INTERESTS

The politicians and special interests know California is

NOT facing cuts to programs. They just want to grow

government bigger by passing Prop. 55. And they are

using our kids and schools to scare voters into supporting

it. Don’t be fooled.

SCHOOLS ARE FULLY FUNDED

Education spending has grown by $24.6 billion since
22

2012—a 52% increase.

Schools are funded, and the state budget is balanced.
We have a $2.7 billion surplus and over $9.4 billion in
budget reserves.

Prop. 55’s new and higher taxes aren’t needed.
DON'T BE FOOLED BY SCARE TACTICS, PROP. 55 IS
NOT NEEDED.

Official budget estimates by the states non-partisan
Legislative Analyst show that higher taxes are NOT
needed to balance the budget and fully fund schools.
California can fund education, health care and state
government without new or higher taxes.

VOTE NO ON PROP. 55

JON COUPAL, President
Howard Jarvis Taxpayers Association

TOM SCOTT, State Executive Director
National Federation of Independent Business—California

TERESA CASAZZA, President
California Taxpayers Association

Arguments printed on this page are the opinions of the authors, and have not been checked for accuracy by any official agency.
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Y ARGUMENT AGAINST PROPOSITION 55

In 2012, voters approved Proposition 30 tax increases
because we were promised they’d be temporary and end
in 2017.

Now special interests want to break that promise and
extend these tax hikes 12 more years.

That's not temporary.

Here’s the official title from the 2012 measure:

Prop. 30: TEMPORARY taxes to fund education,
guaranteed local public safety funding. Initiative
Constitutional Amendment.

TEMPORARY SHOULD MEAN TEMPORARY

Voters supported higher income and sales taxes in 2012
only because Governor Jerry Brown promised they would
be temporary:

“THAT'S A TEMPORARY TAX AND, TO THE EXTENT

THAT | HAVE ANYTHING TO DO WITH IT, WILL REMAIN
TEMPORARY.”"—Governor Brown, Sacramento Bee, 10/7/14
Governor Brown promised the higher taxes would only last
a few years and then end. Now, special interests want to
extend them 12 more years—that’s not “temporary.”
California’s economy has recovered and we now have a
BUDGET SURPLUS.

WE DON'T NEED HIGHER TAXES

California has a balanced budget, we've reduced debt,
increased school spending, put billions into California’s
“rainy day fund” and still have a $2.7 billion budget
surplus.

California takes in more tax dollars than we need each
year—that’s why the state budget recovered from a

$16 billion deficit in 2012 to a $2.7 billion surplus in
2016.

Education spending has soared by $24.6 billion since
2012—a 52% increase.

Medi-Cal spending has increased by $2.9 billion—a
13% increase.

WE CAN FUND EDUCATION, HEALTH CARE, AND STATE
GOVERNMENT WITHOUT NEW OR HIGHER TAXES

Governor Brown has stated and budget estimates from

the Legislative Analyst show that higher taxes are not
needed to balance the budget.

We have adequate funds for schools and other critical
requirements—we just need politicians with the
backbone to cut waste and prioritize our spending.
What we don't need is the largest tax hike in California
history, sending billions more to Sacramento with no
accountability to voters.

PROP. 55 TARGETS CALIFORNIA'S SMALL
BUSINESSES WITH HIGHER TAXES FOR 12 YEARS
This measure targets small businesses who often pay
taxes on their business income through their personal
tax return. Prop. 55 will kill jobs, close businesses and
damage the economy.

THE SPECIAL INTERESTS JUST WANT MORE MONEY
TO SPEND TODAY

It's a fair bet that Prop. 55 money will be spent to pay
pension benefits and other state debt rather than making
it to the classroom or building roads. It'll be just like the
lottery—we’ll never know where the money went.

WE CAN'T TRUST THE POLITICIANS AND SPECIAL
INTERESTS

The politicians and special interests know California is
NOT facing cuts to any programs now. They just want to
grow government by passing Prop. 55—the largest state
tax increase ever.

Check it yourself: California has a $2.7 billion surplus,
and over $9.4 billion in budget reserves.

New and higher taxes aren’t needed.

CALIFORNIA SHOULD KEEP ITS WORD: TEMPORARY
MEANS TEMPORARY

VOTE NO ON PROP. 55—IT'S A BROKEN PROMISE

JON COUPAL, President

Howard Jarvis Taxpayers Association

TOM SCOTT, State Executive Director

National Federation of Independent Business—California
HON. QUENTIN L. KOPP, Retired Superior Court Judge

s REBUTTAL TO ARGUMENT AGAINST PROPOSITION 55

Vote YES on 55. Help our children thrive.

Prop. 55 makes sure we won't go back to massive cuts in
school funding. It protects the education and health of
our children.

Proposition 55 does not raise anyone’s taxes:

e Prop. 55 maintains current tax rates on the

wealthiest Californians to ensure couples earning

more than $500,000 a year continue paying their

share. ® Proposition 55 does not raise taxes on small
businesses. ® Under Proposition 55 the state sales tax is
reduced as planned at the end of 2016.

Proposition 55 prevents up to a $4 billion per year cut in
public school funding:

e Proposition 55 helps address the teacher shortage

and continues to restore the school funding that was

cut during the recession. e California’s high school
graduation rate rose for the sixth year in a row. Prop. 55
will help continue the progress.

Yes on 55 has strict accountability and fiscal

Arguments printed on this page are the opinions of the authors, and have not been checked for accuracy by any official agency.

requirements to ensure education funds go straight to
the classroom:

e Revenue is guaranteed in the Constitution to go into

a special account for schools and children’s health

care that the Legislature can’t touch. ® Money will

be audited every year. Audit findings are posted at
http://trackprop30.ca.gov/ so taxpayers can see how their
money is spent. e There are strict requirements that
funding must go to the classroom, not administration or
Sacramento bureaucracy. ® Proposition 55 authorizes
criminal prosecution for misuse of money. ® The
continuation of the current tax rates on the wealthiest is
subject to the vote and will of the people.

ERIC C. HEINS, President
California Teachers Association
BETTY T. YEE, California State Controller

ANN-LOUISE KUHNS, President
California Children’s Hospital Association
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PROPOSITION - GIGARETTE TAX TO FUND HEALTHCARE, TOBACCO USE
PREVENTION, RESEARCH, AND LAW ENFORCEMENT.
INITIATIVE CONSTITUTIONAL AMENDMENT AND STATUTE.

OFFICIAL TITLE AND SUMMARY

PREPARED BY THE ATTORNEY GENERAL

e [ncreases cigarette tax by $2.00/pack, with
equivalent increase on other tobacco products and
electronic cigarettes containing nicotine.

e Allocates revenues primarily to increase funding
for existing healthcare programs; also for tobacco
use prevention/control programs, tobacco-related
disease research/law enforcement, University
of California physician training, dental disease
prevention programs, and administration. Excludes
these revenues from Proposition 98 education
funding calculation requirements.

e |f tax causes decreased tobacco consumption,
transfers tax revenues to offset decreases to

existing tobacco-funded programs and sales tax
revenues.

e Requires biennial audit.

SUMMARY OF LEGISLATIVE ANALYST’'S ESTIMATE OF NET
STATE AND LOCAL GOVERNMENT FISCAL IMPACT:

e [ncreased net state revenue of $1 billion to
$1.4 billion in 2017-18, with potentially lower
annual revenues over time. These funds would be
allocated to a variety of specific purposes, wit
most of the monies used to augment spending on
health care for low-income Californians.

ANALYSIS BY THE LEGISLATIVE ANALYST
BACKGROUND

Cigarette and Tobacco Products

People currently consume different types of cigarette
and tobacco products:

e (igarettes. Smoking cigarettes is the most
common way to use tobacco.

e QOther Tobacco Products. Other tobacco products
can be consumed by smoking or other forms
of ingestion. These include cigars, chewing
tobacco, and other products made of or
containing at least 50 percent tobacco.

e Electronic Cigarettes (E-Cigarettes). These are
battery-operated devices that turn specially
designed liquid, which can contain nicotine,
into a vapor. The vapor is inhaled

different purposes. Existing excise taxes are estimated
to raise over $800 million in 2015-16.

Existing State Excise Taxes on Other Tobacco Products.
While excise taxes on other tobacco products are
based on the excise tax on a pack of cigarettes,

they are somewhat higher due to the provisions of
Proposition 10. Currently, the excise taxes on other
tobacco products are the equivalent of $1.37 per
pack of cigarettes. Revenues from excise taxes

on other tobacco products are allocated solely to
Proposition 99 (1988) and Proposition 10 (1998)
funds for various purposes, as described in Figure 2.
Under current law, any increase in cigarette excise
taxes automatically triggers an equivalent increase in
excise taxes on other tobacco products.

by the user. Some e-cigarettes are
sold with the liquid, while others
are sold separately from the liquid.

These products are subject to excise

Figure 1

Current Taxes on Tobacco
Products and Electronic Cigarettes

taxes (which are levied on a particular
product) and sales taxes (which are
levied on a wide array of products). The
excise tax is levied on distributors (such
as wholesalers) while the sales tax is
imposed at the time of purchase. As
shown in Figure 1, cigarettes and other
tobacco products currently are subject to
state and federal excise taxes as well as
state and local sales and use taxes (sales

Cigarettes

Products®

Other Tobacco

Federal State
Excise Taxes Excise Taxes

v v
v v

State and Local
Sales Taxes

taxes). E-cigarettes are only subject to
sales taxes.

Existing State Excise Taxes on Cigarettes.
The current state excise tax is 87 cents
for a pack of cigarettes. Figure 2 shows
how the tax has increased over time and
how these revenues are allocated for

Electronic
Cigarettes?

SNENEN

2 Includes cigars, chewing tobacco, and other products made of or containing at least
50 percent tobacco.

b Battery-operated devices that turn specially designed liquid, which can contain nicotine,
into vapor.
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ANALYSIS BY THE LEGISLATIVE ANALYST CONTINUED
Figure 2
Allocation of Existing State Cigarette Excise Taxes
(Dollars in Millions)
Current Tax Estimated
Per Pack of 2015-16
Funds Description Cigarettes Net Revenue?
State General Fund: Supports the state budget. The cigarette excise tax allocating revenue to the state 10¢ $84
General Fund was established by the Legislature in 1959.
Proposition 99 Funds: Established by the voters in 1988 for the purposes of supporting tobacco education 25 259b
and prevention efforts, tobacco-related disease research programs, health care services for low-income
persons, and environmental protection and recreational resources.
Breast Cancer Fund: Established by the Legislature in 1993 for the purposes of supporting breast cancer 2 20
screening programs for uninsured women and research related to breast cancer.
Proposition 10 Funds: Established by the voters in 1998 for the purposes of supporting early childhood 50 447b
development programs.
Totals 87¢ $810
@ Accounts for payments from Proposition 10 to other funds in order to maintain pre-Proposition 10 revenue levels.
b Total includes excise tax revenue from other types of tobacco products, such as cigars and chewing tobacco.

Existing Federal Excise Taxes on Tobacco Products.

The federal government also levies excise taxes on
cigarettes and other tobacco products. Currently, the
federal excise tax is $1.01 per pack of cigarettes and
varying amounts on other tobacco products.

Existing Sales Taxes on Tobacco Products and
E-Cigarettes. Sales taxes apply to the sale of
cigarettes, other tobacco products, and e-cigarettes.
Sales taxes are based on the retail price of goods,
which includes the impact of excise taxes. The
average retail price for a pack of cigarettes in
California is close to $6. Currently, the sales tax
ranges from 7.5 percent to 10 percent of the retail
price (depending on the city or county), with a
statewide average of around 8 percent. Thus, sales tax
adds roughly 50 cents to 60 cents to the total cost
for a pack of cigarettes. The sales taxes on cigarettes,
other tobacco products, and e-cigarettes raises about
$400 million annually, with the proceeds going both
to the state and local governments.

Adult Smoking Trends and
E-Cigarette Use in California

Most tobacco users in California smoke cigarettes.
According to the California Department of Public
Health (DPH), California has one of the lowest adult
cigarette smoking rates in the country. The DPH
reports that about 12 percent of adults smoked
cigarettes in 2013, compared to about 24 percent

of adults in 1988. While cigarette smoking rates in
California have steadily declined over the past couple
decades for a variety of reasons, this trend appears
to have stalled in recent years according to DPH.

As the number of individuals smoking cigarettes in
California has decreased, so has the total amount of
cigarette purchases by California consumers. As a
result, revenues from taxes on these purchases also
have declined.

The DPH reports that e-cigarette use among California
adults was about 4 percent in 2013, nearly doubling
compared to the prior year. Because e-cigarettes

are relatively new products, however, there is

little information to determine longer-term use of
e-cigarettes.

State and Local Health Programs

Medi-Cal. The Department of Health Care Services
administers California’s Medi-Cal program, which
provides health care coverage to over 13 million low-
income individuals, or nearly one-third of Californians.
With a total estimated budget of nearly $95 billion
(about $23 billion General Fund) for 2015-16, Medi-
Cal pays for health care services such as hospital
inpatient and outpatient care, skilled nursing care,
prescription drugs, dental care, and doctor visits.
Some of the services provided in the Medi-Cal
program are for prevention and treatment of tobacco-
related diseases.

Public Health Programs. The DPH administers and
oversees a wide variety of programs with the goal of
optimizing the health and well-being of Californians.
The department’s programs address a broad range

of health issues, including tobacco-related diseases,
maternal and child health, cancer and other chronic
diseases, infectious disease control, and inspection
of health facilities. Many public health programs and
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services are delivered at the local level, while the
state provides funding, oversight, and overall strategic
leadership for improving population health. For
example, the DPH administers the California Tobacco
Control Program—a Proposition 99 program—that
funds activities to reduce illness and death from
tobacco-related diseases with a budget of about

$45 million in 2015-16.

Recent Changes in Tobacco-Related Laws

The Legislature recently passed, and the Governor
signed in May 2016, new tobacco-related legislation
that made significant changes to state la . Figure 3
describes these changes. Also in May 2016, the U.S.
Food and Drug Administration (FDA) issued new rules
that extend the FDA's regulatory authority to include
e-cigarettes, cigars, and other tobacco products.
These recent changes do not directly affect the state
taxes on these products or the programs that receive
funding from these taxes.

State Spending Limit and
Minimum Funding Level for Education

The State Constitution contains various rules
affecting the state budget. Proposition 4, passed

by voters in 1979, establishes a state spending
limit. Proposition 98, passed in 1988, establishes a
minimum level of annual funding for K-12 education
and the California Community Colleges.

CONTINUED

PROPOSAL

This measure significantly increases the states
excise tax on cigarettes and other tobacco products
and applies this tax to e-cigarettes. The additional
revenues would be used for various specified
purposes. The major provisions of the measure are
described below.

New Taxes Imposed by Measure

Increases Cigarette Tax by $2 Per Pack. Effective
April 1, 2017, the state excise tax on a pack of
cigarettes would increase by $2—from 87 cents to
$2.87.

Raises Equivalent Tax on Other Tobacco Products. As
described earlier, existing law requires taxes on other
tobacco products to increase any time the tax on
cigarettes goes up. Specificall , state law requires
the increase in taxes on other tobacco products to
be equivalent to the increase in taxes on cigarettes.
Accordingly, the measure would raise the tax on
other tobacco products also by $2—from $1.37

(the current level of tax on these products) to an
equivalent tax of $3.37 per pack of cigarettes.

Imposes New Taxes on E-Cigarettes. As noted above,
the state does not currently include e-cigarettes in
the definition of other tobacco products for purposes
of taxation. The measure changes the definition of
“other tobacco products” for purposes of taxation to
include e-cigarettes that contain nicotine or liquid
with nicotine (known as e-liquid). Changing the
definition in this way causes the $3.37 equivalent tax
to apply to these products as well.

Figure 3
Recent Changes in Tobacco-Related Laws=
Legislation Subject Description

Chapter 4 of 2016 (AB2X 7, Stone)

Chapter 5 of 2016 (AB2X 9, Thurmond) Tobacco use programs

Chapter 6 of 2016 (AB2X 11, Nazarian)

Chapter 7 of 2016 (SB2X 5, Leno) Electronic cigarettes

Chapter 8 of 2016 (SB2X 7, Hernandez)
legal age

2 Except when noted in the description, new legislation became effective June 9, 2016.

Smoking in the workplace

Cigarette and tobacco product
licensing: fees and funding

Tobacco products: minimum

b This broadened definition of tobacco products to include electronic cigarettes does not apply for the purposes of taxation.

Expands prohibition on smoking in a place of employment

and eliminates various specified exemptions for workplace
smoking.

Expands eligibility and requirements of tobacco use prevention
funding to include charter schools.

Increases cigarette and tobacco retailer, distributor, and
wholesaler licensing fees. Effective January 1, 2017.

Broadens the definition of tobacco products to include
electronic cigarettes and defines the term smoking, as
specified.”

Increases the minimum age for purchasing tobacco products
from 18 years old to 21 years old.
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ANALYSIS BY THE LEGISLATIVE ANALYST CONTINUED
How Would Revenues From New Tobacco and only be used for purposes set forth in the measgre, as 56
. described below. (Revenues from applying the $1.37
E-Clgarette Taxes Be Spe“t? per pack rate on e-cigarettes, however, would support
Revenues from the cigarette, other tobacco product, Proposition 99 and Proposition 10 purposes. This
and e-cigarette excise taxes that are increased by would be new revenue to these funds.)

this measure would be deposited directly into a new As shown in Figure 4, the revenues would be
special fund. Revenues deposited in this fund would allocated as follows: |

Figure 4
How New Tax Revenue Would Be Spent
Program or Entity Amount Purpose

Step 1: Replace Revenues Lost

Existing Tobacco Tax Funds Determined by BOE  Replace revenues lost due to lower tobacco consumption
resulting from the excise tax increase.

State and Local Sales and Use Tax  Determined by BOE ~ Replace revenues lost due to lower tobacco consumption
resulting from the excise tax increase.

Step 2: Tax Administration

BOE—administration 5 percent of Costs to administer the tax.
remaining funds

Step 3: Specific Amounts for Various State Entities2?

Various state entities—enforcement®  $48 million Various enforcement activities of tobacco-related laws.
UC—pbhysician training $40 million Physician training to increase the number of primary care and
emergency physicians in California.
Department of Public Health— $30 million Educating about preventing and treating dental disease.
State Dental Program
California State Auditor $400,000 Audits of agencies receiving funds from new taxes, at least every
other year.

Step 4: Remaining Funds for State Health Programs?

Medi-Cal—DHCS 82 percent of Increasing the level of payment for health care, services, and treatment
remaining funds provided to Medi-Cal beneficiaries. DHCS cannot replace existing
state funds for these same purposes with these new revenues.

California Tobacco Control Program— 11 percent of Tobacco prevention and control programs aimed at reducing
Department of Public Health remaining funds illness and death from tobacco-related diseases.

Tobacco-Related Disease 5 percent of Medical research into prevention, early detection, treatments, and
Program—UC remaining funds potential cures of all types of cancer, cardiovascular and lung disease,

and other tobacco-related diseases. The UC cannot replace existing
state and local funds for this purpose with these new revenues.

School Programs— 2 percent of School programs to prevent and reduce the use of tobacco
California Department of Education remaining funds products by young people.

@ The measure would limit the amount of revenues raised by the measure that could be used to pay for administrative costs, to be defined by the State
Auditor through regulation, to not more than 5 percent.

b Predetermined amounts would be adjusted proportionately by BOE annually, beginning two years after the measure went into effect if BOE determines
that there has been a reduction in revenues resulting from a reduction in the consumption of cigarette and tobacco products due to the measure.

€ Funds distributed to Department of Justice/Office of Attorney General ($30 million), Office of Attorney General ($6 million), Department of Public Health
($6 million), and BOE ($6 million).

BOE = Board of Equalization; UC = University of California; and DHCS = Department of Health Care Services.
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e Step One. The measure requires that new
revenues raised by the measure first be use
to replace revenue losses to certain sources
(existing state tobacco funds and sales taxes)
that occur as a result of the measure. These
revenue losses would occur due to lower
consumption of tobacco products due to the
higher excise taxes.

e Step Two. The State Board of Equalization would
then receive up to 5 percent of the remaining
funds to pay for administrative costs to
implement the measure.

e Step Three. The measure provides specified stat
entities with fixed dollar amounts annually fo
specific purposes, as described in Figur 4.

e Step Four. The remaining funds would be
allocated—using specific percentages—fo
various programs, primarily to augment spending
on health care services for low-income individuals
and families covered by the Medi-Cal program.

Other Provisions

Required Audits. The California State Auditor would
conduct audits of agencies receiving funds from the
new taxes at least every other year. The Auditor, who

CONTINUED

provides independent assessments of the California
government’s financial and operational activities,
would receive up to $400,000 annually to cover costs
incurred from conducting these audits.

Revenues Exempt From State Spending Limit and
Minimum Education Funding Level. Proposition 56
amends the State Constitution to exempt the measure’s
revenues and spending from the state’s constitutional
spending limit. (This constitutional exemption is
similar to ones already in place for prior, voter-approved
increases in tobacco taxes.) This measure also exempts
revenues from minimum funding requirements for
education required under Proposition 98.

FISCAL EFFECTS

This measure would have a number of fiscal effects
on state and local governments. The major impacts of
this measure are discussed below.

Impacts on State and Local Revenues

New Excise Taxes Would Increase State Revenue by
Over $1 Billion in 2017-18. This measure would raise
between $1.3 billion and $1.6 billion in additional
state revenue in 2017-18—the first full year of the

Figure 5
How Estimated Revenues in 2017-18 Would Be Allocated
(In Millions)
2017-18
Low Range? High Range?

Estimated revenue from new excise taxes $1,270 $1,610
Replace revenue lossP 230 200

Estimated Net Revenue to Be Allocated $1,040 $1,410
Tax Administration
Board of Equalization—administrative expenses $50 $70
Specific Amounts Allocated to State Entities
Various state entities—enforcement $48 $48
University of California—physician training 40 40
Department of Public Health—State Dental Program 30 30
California State Auditor—audits —¢ —¢
Remaining Funds Allocated to State Health Programs
Medi-Cal $710 $1,000
Tobacco Control Program 100 130
Tobacco-Related Disease Program—University of California 40 60
School programs 20 20
@ The consumer response to the proposed tax increases is uncertain, so we present a range of plausible outcomes. The low-revenue estimate reflects

a strong consumer response, while the high-revenue estimate reflects a weaker consumer response.
b L AO estimate. Revenue loss replacement amounts would be determined by the Board of Equalization.
¢ $400,000.
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measure’s implementation. The excise tax increase
would result in higher prices for consumers. As a
result, consumers would reduce their consumption

of cigarettes and other tobacco products, including
e-cigarettes. (Many consumers might also change the
way they buy these products to avoid the tax.) The
range in potential new revenue reflects uncertainty
about how much consumers will reduce their
purchases in response to higher prices. The low-range
estimate ($1.3 billion) assumes consumers have a
stronger response to the tax than under the high-range
estimate ($1.6 billion). In future years, revenues

may decline relative to 2017-18 due to changes in
consumer choices.

Applying Excise Taxes on E-Cigarettes Also Would
Generate Additional Revenue for Existing Tobacco Funds.
As noted earlier, the measure expands the definition
of other tobacco products to include e-cigarettes. This
change makes e-cigarettes subject to the taxes passed
by voters in Proposition 99 and Proposition 10. As a
result, the funds supported by those two propositions
would receive additional revenue due to this measure.
This additional revenue likely would be in the tens of
millions of dollars annually.

Over $1 Billion in Increased Funding in 2017-18, Mostly
for State Health Programs. Figure 5 estimates the
amount of funding each program and government
agency would receive from the new tax revenues in
2017-18. After covering revenue losses resulting
from the measure, the revenue available for specific
activities funded by the measure—mostly health
programs—would be between $1 billion and

$1.4 billion. If cigarette use continues to decline,
these amounts would be somewhat less in future
years. In addition, much of the added spending on
health programs would generate additional federal
funding to the state. As a result, state and local
governments would collect some additional general
tax revenue.

Potentially Little Effect on State and Local Sales

Tax Revenue. Higher cigarette and other tobacco
product prices would increase state and local sales
tax revenue if consumers continued to buy similar
amounts of these products. However, consumers
would buy less of these products as prices increase
due to the measure’s taxes. As a result, the effect of
the measure on sales tax revenue could be positive,
negative, or generally unchanged, depending on how
consumers react. Under the measure, if the state or
local governments received less sales tax revenue as
a result of the measure’s taxes, those losses would be
replaced by the revenue raised by the measure.

Effects on Excise Tax Collection. As described in
Figure 4, the measure would provide additional
funding to various state agencies to support state law
enforcement. These funds would be used to support
increased enforcement efforts to reduce tax evasion,

CONTINUED

counterfeiting, smuggling, and the unlicensed sales
of cigarettes and other tobacco products. Such
enforcement efforts would increase the amount of
tax revenue. The funds also would be used to support
efforts to reduce sales of tobacco products to minors,
which would reduce revenue collection. As a result,
the net effect on excise tax revenue from these
enforcement activities is unclear. In addition, while
cigarettes and other tobacco products—as currently
defined—are covered by federal laws to prevent tax
evasion, e-cigarettes are not covered. As a result,
enforcement of state excise taxes on e-cigarettes may
be more challenging if consumers purchase more of
these products online to avoid the new taxes.

Impact on State and Local Government
Health Care Costs

The state and local governments in California incur
costs for providing (1) health care for low-income
and uninsured persons and (2) health insurance
coverage for state and local government employees
and retirees. Consequently, changes in state law such
as those made by this measure that affect the health
of the general population would also affect publicly
funded health care costs.

For example, as discussed above, this measure would
result in a decrease in the consumption of tobacco
products as a result of the price increase of tobacco
products. Further, this measure provides funding for
tobacco prevention and cessation programs, and to the
extent these programs are effective, this would further
decrease consumption of tobacco products. The use of
tobacco products has been linked to various adverse
health effects by the federal health authorities and
numerous scientific studies. Thus, this measure woul
reduce state and local government health care spending
on tobacco-related diseases over the long term.

This measure would have other fiscal effects that
offset these cost savings. For example, state and local
governments would experience future health care and
social services costs that otherwise would not have
occurred as a result of individuals who avoid tobacco-
related diseases living longer. Further, the impact of a
tax on e-cigarettes on health and the associated costs
over the long term is unknown, because e-cigarettes
are relatively new devices and the health impacts of
e-cigarettes are still being studied. Thus, the net long-
term fiscal impact of this measure on state and local
government costs is unknown.

Visit http.//www.sos.ca.gov/measure-contributions
for a list of committees primarily formed to support
or oppose this measure. Visit http://www.fopc.ca.gov/
transparency/top-contributors/nov-16-gen-v2.html
to access the committee’s top 10 contributors.
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> ARGUMENT IN FAVOR OF PROPOSITION 56

The American Cancer Society Cancer Action Network,
American Lung Association in California and American
Heart Association are sponsoring Prop. 56 because taxing
tobacco saves lives by getting people to quit or never start
smoking.

Get the facts at YesOn56.org.

VOTE YES ON PROP. 56 TO KEEP KIDS FROM
SMOKING AND REDUCE TOBACCO-RELATED
HEALTHCARE COSTS

Tobacco remains a DEADLY, COSTLY product that hurts
all Californians—even those who don’t smoke.

e Each year, tobacco causes more deaths than guns,

car accidents, HIV, alcohol, and illegal drugs combined.
Tobacco is the #1 cause of preventable death—Kkilling
40,000 Californians annually. ® Each year, tobacco-related
healthcare costs Californian taxpayers $3.58 BILLION.

At the same time, Big Tobacco has made billions in

profi s off California and is still trying to hook future
generations into a lifetime of addiction. They know

Prop. 56 will prevent youth smoking. That’s why they’ll
spend millions of dollars to defeat Prop. 56: to protect
their profi s at our expense.

PROP. 56 WORKS LIKE A USER FEE, TAXING TOBACCO TO
HELP PAY FOR TOBACCO-RELATED HEALTHCARE COSTS
Prop. 56 increases the tax on cigarettes and other
tobacco products, including electronic cigarettes.

The only people who will pay are those who use tobacco
products, and that money will fund already existing
programs to prevent smoking, improve healthcare and
research cures for cancer and tobacco-related diseases.
PROP. 56 IS ABOUT FAIRNESS—IF YOU DON'T USE
TOBACCO, YOU DON'T PAY

California taxpayers spend $3.58 BILLION every year—
$413 per family whether they smoke or not—paying
medical costs of smokers. Prop. 56 is a simple matter
of fairness—it works like a user fee on tobacco products
to reduce smoking and ensure smokers help pay for
healthcare costs.

PROP. 56 HELPS PREVENT YOUTH SMOKING

Increasing tobacco taxes reduces youth smoking according
to the US Surgeon General. Yet California has one of

the lowest tobacco taxes nationwide. This year alone, an
estimated 16,800 California youth will start smoking,
one-third of whom will die from tobacco-related diseases.

In every state that has significantly raised cigarette taxes
smoking rates have gone down. Prop. 56 is so important
because it helps prevent youth from becoming lifelong
addicts and will save lives for future generations.

PROP. 56 FIGHTS BIG TOBACCO'S LATEST SCHEME TO
TARGET KIDS

Electronic cigarettes a